
Finance & Audit Committee Update 

California High-Speed Rail Authority Board Meeting 

May 12, 2015 

Sacramento, CA 
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 Russell G. Fong, Chief Financial Officer 
 

Audits  

 Paula Rivera, Chief Auditor 
 

Project Status 

 Scott Jarvis, Chief Engineer  
 

Risk Management  
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Financial Reports 
 Manage Operational Performance 

 Tracks and Monitors Performance and Growth 

 Enhances Decision Making Process 

 Accurate and Transparent Financial Reporting 

 Financial Oversight 

 Supports Back Office Operations 
 

 

Stakeholders 
 Holds Management Fiscally Accountable 

 Support the Board’s Fiduciary Responsibility 

 Informs the Public, Interagency Partners, Employees, and Vendors 

 Attracts Potential Investors 
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ACCOUNTS PAYABLE AGING REPORT 



ACCOUNTS PAYABLE AGING REPORT 
 

May 2014 

 Aged invoices 31 days or more 

 $32 million 
 

May 2015 

 Aged invoices 31 days or more 

 $0  
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CASH MANAGEMENT REPORT – Funding Sources 

 Prop 1A (Cash Management Report) 

$9.0B total 

 $2.6B in Construction/ROW appropriated plus $4.7B in additional bond availability 

 $377.6M in Planning appropriated 

$1.1B in Phase 1 Blended appropriated 

$225M in Support appropriated 
 

 Cap & Trade 

  FY 2014-15: $250M 

  FY 2015-16: $400M (one-time) plus Continuous Appropriation of 25% of Auction Proceeds 
 

 Federal Funds  

  ARRA: $2.55B (expires 9/30/2017) 

  FY10: $928.6M (expires 12/31/2018) 
 

 Public Transportation Account (PTA) Loan 

  FY 2014-15: $29.3M 

FINANCE & AUDIT COMMITTEE 

7 



FINANCE & AUDIT COMMITTEE 

8 



SUMMARY OF YTD BUDGET & EXPENDITURES REPORT 
 

 Monitors the State Administrative Budget by Program 

 Program 10 - Administration: $27,326,000 

 Fixed: Personnel Services, Rent, Contracts 

 Variable: In-State & Out-of-State Travel 

 Program 20 - Program Management Oversight: $1,000 

 Program 30 - Public Information & Communications: $500,000 

 Program 40 -  Fiscal & Other External Contracts: $3,750,000 
 

 State Administrative Budget: $31,577,000 
 

 Expenditures Year-To-Date May-2015: $18,464,170 

 58.5% of budget for Year-To-Date FY 2014-15 (as compared to 47.0% in FY 
2013-14) 

 75% of the Fiscal Year completed   
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BUDGET AND EXPENDITURE REPORT  

 
 

Expenditures include actuals and accruals which are monitored and 

reported on a monthly basis 

 
 

Spending to budget for YTD 2014-15 has improved year over year 

from $12.3M to $18.5M YTD Year Over Year 

 
 

On track to expend within HSR’s appropriation of $31.6M  
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BUDGET AND EXPENDITURE SUMMARY 

 
 An increase in salary and benefits has been offset by personnel vacancies for 

Year-To-Date FY 2014-15 

 

 Projected consolidated data center and data processing costs have been 

($1M) lower than expected 

 

 Financial Advisor expenditures of $2.5M have been reallocated to the   

Capital Outlay Budget 
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 POSITION SUMMARY AND VACANCY REPORT 
 

 

 HSR has 209 authorized positions at May-2015 compared to 174 

authorized positions at May-2014 
 

 35 new positions were established in March-2015 
 

 Current vacancy rate is 30.9% (64.5 vacant positions) for April-2015 
 

 Vacancy rate was 13.5% before the 35 new positions 
 

 47.5 vacant positions are in the process of being filled   
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CAP AND TRADE – Spend Curve 
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CAPITAL OUTLAY AND EXPENDITURE REPORTS 
 

 Monitors the Capital Outlay Budget by Fund 
 

 Current Year 2014-15 Budget :  $478,537,035 (page 1) 

 Program To Date Budget:  $6,472,697,124 (page 2) 
 

 Funds - Total Program Budget (FY 2014-15 Budget): 

 Planning – State & Federal: Total $749,944,662 (FY 2014-15: $62,634,543) 

 Construction – State & Federal: Total $5,722,752,462 (FY 2014-15: $415,902,492) 
 

 Detailed Breakdown:  Total Budget (FY 2014-15 Budget) 

 Bond – Planning & Preliminary Engineering: Total $377,577,500                               
(FY 2014-15: $3,334,366) 

 Bond – Construction: Total $2,563,197,231 (FY 2014-15: $0) 

 Federal Trust – Planning & Preliminary Engineering: Total $313,781,162                         
(FY 2014-15: $714,177) 

 Federal Trust – Construction: Total $2,968,141,232 (FY 2014-15: $224,488,492) 

 Cap & Trade – Planning & Preliminary Engineering: Total $58,586,000                            
(FY 2014-15: $58,586,000)  

 Cap & Trade – Construction: Total $191,414,000 (FY 2014-15: $191,414,000) 
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CAPITAL OUTLAY AND EXPENDITURE REPORTS 
 

 Monitors the Capital Outlay Budget by Fund 
 

 Current Year 2014-15 Budget :  42% (page 1) 

 Program To Date Budget:  14% (page 2) 
 

 Funds: % of Total Program Expended (FY 2014-15 Expended) 

 Planning – State & Federal: 63%  (FY 2014-15: 58%) 

 Construction – State & Federal: 7%  (FY 2014-15: 39%) 
 

 Detailed Breakdown: % of Total Program Expended (FY 2014-15 Expended) 

 Bond – Planning & Preliminary Engineering: 43% (FY 2014-15: 57%) 

 Bond – Construction: 0% (FY 2014-15: 0%) 

 Cap & Trade – Planning & Preliminary Engineering: 59% (FY 2014-15: 59%)  

 Cap & Trade – Construction: 85% (FY 2014-15: 85%) 

 Federal Trust – Planning & Preliminary Engineering: 88% (FY 2014-15: 0%) 

 Federal Trust – Construction:  9% (FY 2014-15: 0%) 
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TOTAL PROJECT EXPENDITURES WITH FORECAST  
 

For HSR, FY 2013-14 marked the beginning of ROW land acquisition 

($60M) and construction ($82M) activities.  Those activities continue 

and increase as planned in FY 2014-15.  The administrative budget 

increases to support the additional level of activities  
 

Planning and design costs, represented by Program Management and 

Regional Consultant costs of $108M in FY 2013-14, are forecast to 

decline to $96M in FY 2014-15 
 

Construction and Other Program costs of $168M in FY 2013-14 are 

forecast to increase to $382M for FY 2014-15 
 

The Administrative Budget of $22M in FY 2013-14 increased to 

$31.6M in FY 2014-15 
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Small Business (SB) Utilization 

The small business utilization rate of 17.98% reflects invoices received 

to date since the award of the contracts or amendments requiring 30% 

SB utilization 

The design builder Tutor Perini/Zachry/Parsons ($1B contract, $118M 

expended, current 8.65% SB utilization) is in the early stages of the 

contract with SB utilization expected to rise materially as the project 

progresses   

Utilization will increase as construction moves forward 

 

SMALL BUSINESS (SB) UTILIZATION PROGRESS 

 Invoices (eligible) total   $374.8M 

 SB $ subtotal actual               $67.4M 
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PROJECTS AND INITIATIVES REPORT 
 

Total # of Projects: 8 
 

Status Update: 

 Satisfactory, no corrective action: 6 
 

 Caution, need for corrective action now or soon: 1 

 Long-term leased vehicles (Program Management) 
 

 On hold: 1 

 Financial System (Financial Office) 
 

Escalate, immediate corrective action required: 0 
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Audits  
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REPORTS ISSUED – THIRD QUARTER 

Contract Management 
 

 Are contracts managed effectively and in accordance with Authority policies 

and procedures? 

 Structured contract management process not fully implemented 

 Contract management responsibilities not always coordinated when divided 

among multiple parties 

 Contract management activities not always documented 
 

 Corrective actions: 

 Established contract policies and procedures, including development of 

contract performance standards 

 Trainings revised to include more information on contract monitoring, 

documenting roles, responsibilities and communication paths, and 

requirements for appropriate contract documentation 
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REPORTS ISSUED – THIRD QUARTER 

Preaward Reviews 
 

 Are contractor proposed costs reasonable and in accordance with federal 

regulations? 

 Findings included misstated labor, overhead, and other direct cost rates 

 Findings were addressed prior to contract execution 

Regional Consultant – Burbank to Anaheim, $51M, issued March 2, 2015 

Regional Consultant – Palmdale to Burbank, $56M, issued April 2, 2015 
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IN PROGRESS AUDITS 

Procurement Process 
 

 Assess efficiency and effectiveness of existing process 

 Goods and Information Technology services 

 Compliance with rules, regulations, policies 

 

Prompt Payment Follow Up Review 

Were prior findings addressed and corrective actions implemented? 

Significant effort in Fall 2014 to review prior fiscal year payments to determine 
penalties due 

Was universe complete? 

Were penalty payments accurate? 
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IN PROGRESS AUDITS 

Right of Way Process Audit 

Is the acquisition process adequate to acquire the necessary right of 

way? 

 

Preaward Reviews 
 

 Are contractor proposed costs reasonable and in accordance with 

federal regulations? 

 Rail Development Partner  

Subsidence 
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UPCOMING AUDITS 

Design-Build 

Are Authority management practices consistent with design-build risk 

model? 

 

Small Business Follow Up Review 

 Were findings addressed and corrective actions implemented? 

 

Contract Management Follow Up Audit 

 Were findings addressed and corrective actions implemented? 

 100% of contract managers will be audited 
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Project Status  
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FIRST CONSTRUCTION SEGMENT UPDATE 

CP 1 

 PCM contract executed in May 2013, 
approximately $34 million  

 Design-Build contract executed in August 
2013, approximately $1 billion 

 Construction started 

CP 2-3  
 PCM contract executed in November 

2014, approximately $71 million 

 Design-Build contract execution expected 
by Spring 2015, approximately $1.4 billion  

CP 4 
 Issued RFP for Design-Build contract in 

November 2014 

 RFP for Design-Build contract projected in 
May 2015 

 PCM selection in Summer 2015 
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PROGRAM CONTROL DOCUMENTS: STATUS REPORTING 

REQUIREMENTS 

MONTHLY STATUS REPORTS 

PERFORMANCE METRICS 

ROW ACQUISTION STATUS 

PERFORMANCE STATUS REPORTING 

SB 1029 REQUIREMENTS 

 Biannual Project Update Reports 

• Summary of Progress 

• Baseline Budget for Project Phase Costs 

• Current and Projected Budget 

• Expenditures by Date 

• Comparison of Current and Projected 

Work 

• Summary of Milestones 

• Issues and Actions Taken 

PROP 1A REQUIREMENTS 

 Achieve specific characteristics (speed, 

service, stations…) 

 Funding source and utilization 

 Operational viability 

2014 BUSINESS PLAN 

 Risk Management Plan (assess and critique) 

• Scope and Quality (including Safety) 

• Schedule 
35 



MONITORING  PERFORMANCE OF CONSTRUCTION PACKAGES 

Four Performance Status Reports 

 CP 1 Monthly Status Report 

 CP 1 Performance Metrics 

 ROW Acquisition Status 

 SR 99 Performance Metrics 
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CP1 MONTHLY STATUS REPORT 

Purpose 

 Comply with requirements of SB 1029 (progress, schedule, 

budget) 

 Measure status of key performance indicators 

 

Quantitative Analysis 

Schedule Milestones, Financial Status, Contract Time Status, 

Change Orders, Expended to Date, % Growth 

 

Qualitative Information 

Scheduled Activities, Key Topics, Key Work Accomplished, 

Pending Changes 
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CP 1 PERFORMANCE METRICS 

Purpose 

 Measure industry standard performance objectives (cost, schedule & 
quality) for project management 

 Measure performance objectives of high priority areas (safety & economic 
benefits) 

 

5 Key Performance Metric Areas 

 Safety, Cost, Schedule, Quality, Economic Benefits 

 

9 Individual Performance Metrics 

 Safety: Authority Incident Rate, Contractor Incident Rate 

 Cost: Design & Construction Support, Contingency 

 Schedule: Schedule Performance Index 

 Quality: Construction Non-Conformance Report Rate 

 Economic Benefits: All National Targeted Workers, Disadvantaged/Small 
Business Enterprises, Disadvantaged Workers 
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SAFETY 

Authority Safety Incident Rate Green 

Contractor Safety Incident Rate Green 

 

 

Benchmark: U.S Bureau of Labor Statistics 

Benchmark: U.S Bureau of Labor Statistics 
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COST 

Design & Construction Support Cost 

Red 

 Due to the delay in starting substantial construction activities, the DB invoiced amount to 

date is lagging behind what was planned against a fairly flat design and construction support 

cost.  

 Metric will improve once the Contractor starts construction and the value of their monthly 

invoices increases. Continued advancement of the deliverables necessary to commence 

substantial construction will increase the value of the Contractor’s work and subsequently 

this metric will improve. 

 Not yet indicative of a trend 

Benchmark: Transit Cooperative  

Research Program (TCRP) Report 138 

40 *As of 04/20/2015 



COST (CONTINUED) 

Contingency 

Green 

 

Benchmark: Federal Transit Authority  
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SCHEDULE 

Schedule Performance Index (SPI) 
Red 

 Performance due to DB contractor’s earned value vs planned value 

 Contractor‘s earned value amount is driven primarily by construction activity 

 Continued advancement of the deliverables necessary to commence 

substantial construction will increase the value of the Contractor’s work and 

subsequently this metric will improve. 

 Not yet indicative of trend 

 

Benchmark: PMI (Project Management  

Institute, World Wide) 
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QUALITY 

Construction Non-Conformance Report Green 

 

ECONOMIC BENEFITS 

Disadvantaged/Small Business Enterprise Green

  

Benchmark: Standard Key Performance Indicator for 

Heavy & Civil Engineering Construction 

Benchmark: Community Benefits Policy (POLI-SB-01) 
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ECONOMIC BENEFITS (CONTINUED) 
All National Targeted Workers 
Green 

 

Disadvantaged Workers   

Green 

 

Benchmark: Community Benefits Policy (POLI-SB-01) 

Benchmark: Community Benefits Policy (POLI-SB-01) 
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CURRENT ROW ACQUISITION STATUS 

Improving ROW performance 
 8 additional ROW Consultant contracts 

 Performance improving due to better quality work products, increased staffing by 
Authority & other State departments, and focus on parcels needed to support 
construction schedule 

 Regular meetings with stakeholders, including DOF and DGS 
 

CP 1  

 522 parcels needed with 512 appraised and 510 with first written offers 

 159 parcels certified for contractor, 149 parcels delivered to the DB 

 Working with DB contractor to facilitate construction 
  

CP 2-3 

 Design-build contract to be awarded Spring 2015 

 Acquisition plan includes grouping of parcels for construction 

 543 parcels needed with 504 appraised and 370 with first written offers 

 24 parcels certified for contractor 

 Ahead of schedule 
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CURRENT ROW ACQUISITION STATUS (CONTINUED) 

46 *As of 04/17/2015 



STATE ROUTE 99 REALIGNMENT PROJECT  

Oversight role of Caltrans 
 

Construction Manager General Contractor (CMGC) project within the limits of CP 1 

 ROW ongoing (Fall 2015) 

 Design ongoing (Fall 2015) 

 Major construction anticipated to begin in Spring 2016 
 

5 Key performance metric areas 
 Safety, Cost, Schedule, Quality, Economic Benefits 

 

9 individual performance metrics 
 Safety: Caltrans Incident Rate, Contractor Incident Rate 

 Cost: Total Support Cost, Construction Contingency, Cost Performance Index 

 Schedule: Schedule Performance Index 

 Quality: Construction Contract Change Orders 

 Economic Benefits: Disadvantaged/Small Business Enterprises 

 

Satisfactory performance in all metrics except for SB/DVBE usage 
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Risk Management  
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RISK MANAGEMENT PROGRAM: THE BEST TOOL FOR AN 

INTEGRATED APPROACH 

FINANCIAL PERFORMANCE 

AUDIT & REVIEWS 

CONTRACTS PERFORMANCE 

RISK MANAGEMENT PLAN 

SB 1029 REQUIREMENTS 

 A process by which identified risks will be 

quantified in financial terms 

 Development documents that will be used to 

track identified risks and related mitigation 

steps   

 Plans for regularly updating its estimates of 

capital and support costs  

 Plans for regularly reassessing its reserves for 

potential claims and unknown risks, 

incorporating information related to risks 

identified and quantified through its risk 

assessment processes  

 Plans for regularly integrating estimates for 

capital, support costs, and contingency 

reserves in required reports 
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• Systematize the process by which the Authority manages 

circumstances that could increase the cost or significantly delay or halt 

the Program 

• Increase transparency regarding challenges to project plans and 

objectives 

• Capture project opportunities 

• Satisfy legal and regulatory requirements - meet the needs and 

expectations of other stakeholders  

• Rationalize allocation of resources including cost and schedule 

contingencies 

• Receive external validation of risk management approach (from Peer 

Review Group, Professor Flyvbjerg) 

 

RISK MANAGEMENT PROGRAM OBJECTIVES 

1 

2 

3 

4 

5 

6 
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STATE-OF-THE-ART APPROACH VETTED BY LEGISLATIVE 

PEER REVIEW GROUP 

Identify Assess 
Monitor & 

Control 
Manage 

 Prepare and 

collect data 

 Identify all risks 

 Quantify 

 Correlate 

 Document 

 

 Select method 

 Sensitivity 

Analysis 

 MC Simulations 

 Panel Review 

 Primary mitigation 

 Allocation 

 Contingency Analysis 

 Secondary Mitigation 

Analyze 

Threat Impact Level Cost Increase Schedule Increase 

Very High (5) > $ 100 M 6 Months and above 

High (4) $ 50 M to $ 100 M 4 to 6 Months 

Medium (3) $ 10 M to $ 50 M 2 to 4 Months 

Low (2) $ 1M to $10 M 1 to 2 Months 

Very Low (1) < $ 1M 1 Week to 1 Month 

Probability Level Probability of Occurrence 

Very High (5) 90 - 99% 

High (4) 65 - 89% 

Medium (3) 36 - 64 % 

Low (2) 11 - 35 % 

Very Low (1) 1 - 10% 

Opportunity Impact Level Cost Reduction Schedule Reduction 

Very High (5) > $ 100 M 6 Months and above 

High (4) $ 50 M to $ 100 M 4 to 6 Months 

Medium (3) $ 10 M to $ 50 M 2 to 4 Months 

Low (2) $ 1M to $10 M 1 to 2 Months 

Very Low (1) < $ 1M 1 Week to 1 Month 

 

 Feedback Loop 

Risk

Number

Risk Title

7.1 Delays caused by the inability to relocate utilities 

because of Buy America Requirements

1 ROW acquisition delays or failure to acquire

ROW impacts construction operations.

8 Delay associated with RR agreements, design 

exceptions (clear-span of property), review and 

approval delays, or other issues during construction 

(lack of flaggers)

12 Changed/Differing Site Conditions

11 Direct costs associated with intrusion protection

35 Class 1 and 2 Hazardous materials

29 SJVRR Spurs in the vicinity of Dry Creek Canal 51 
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RISK MANAGEMENT – CURRENT ACTIVITIES 

• CP1 Risk Re-Analysis check is underway:  

 verifying construction and delay risk  
assumptions 

 identifying any new risks 

 re-running Monte Carlo simulations 

• CP2-3 Risk-based Contingency  - approved at the 
 April 2015 Board Meeting 

• CP4 Risk-based Contingency – analysis  
on-going 

 Draft schedule risk analysis completed 

 Additional analyses will be used as  
inputs to the future Monte Carlo  
simulations 

 

 

2%

2%

3%

3%

3%

5%

5%

6%

10%

11%

13%

14%

22%

24%W5150:007 - SunnyGem: Delays in acquiring ROW due to po...

W5070:009 - Agreements delays w ith Kern County

W5170 - F/R/P Spans

W5180 - Strip Falsew ork HSR

M3055:019 - BNSF 4th Quarter Shutdow n restriction not rem...

W5160 - F/R/P Columns

W5140:014 - Changed soil conditions thereby reducing produ...

W5100:005 - Delays in review  of plans from BNSF w hile CP1...

P1070:009 - Agreements delays w ith Kern County

M3037 - ROW Acquisition

M3060 - Track Work

W5080 - Structure design

W5100:013 - Design approvals: Longer turnaround durations ...

W5018 - ROW Acquisition Group 12, RR date used

CP 4 Baseline Schedule (Pre-mitigated)
Schedule Sensitivity Index: Entire Plan - All tasks
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PROJECT-LEVEL RISK MANAGEMENT  

Bottoms-Up Risk Analysis and PCM Risk Management  
• At direction of Authority, PCMs of individual construction contracts conduct 

bottoms-up risk analysis efforts concurrent with beginning of contractor design 
and construction efforts 

• PCM involvement ensures currency of information and more robust tie-ins to 
project budgeting and scheduling efforts 

• Authority monitoring and oversight to ensure consistency in PCM risk 
management efforts across contracts and identification and incorporation of 
programmatic risks 

• CP 2-3 PCM has developed bottom-up risk and contingency analysis, following 
on, but distinct from, Authority’s analysis 

• Risks were identified, quantified and analyzed using Monte Carlo simulation 

• This independent analysis confirmed contingency recommendation 

• Gap analysis is currently being conducted, comparing previous top-down 
analysis and PCM’s bottom-up analysis to identify any previously unidentified 
risks, prioritize management actions and align roles and responsibilities for 
management and mitigation efforts  



The Authority has an integrated Finance and Audit Team in place 
that reports directly and is accountable to the Finance and Audit 
Committee. 

 

The Authority’s Finance and Audit Team consists of the Chief 
Financial Officer, Chief Auditor, Assistant Chief Program Manager, 
and Risk Manager, and has implemented a robust project 
monitoring and controls program. 

 

Project monitoring and controls are in place that provide early 
identification of program trends and inform risk-driven decision 
making. 

 

 

SUMMARY 
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THANK YOU 

 

 

Headquarters 

California High-Speed Rail Authority  

770 L Street, Suite 800 

Sacramento, CA 95814 

www.hsr.ca.gov 

instagram.com/cahsra 

 

facebook.com/CaliforniaHighSpeedRail 

 

twitter.com/cahsra 

 

youtube.com/user/CAHighSpeedRail 


